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INTRODUCTION 


The 1970s has been a decade of increased uncertainty. The turbulence 
of the world environment and the rapidity of change have contributed to a 
sense of lost control. A sluggish economic climate has necessitated strict 
measures to cope with world-wide inflation and unemployment. These 
economic difficulties have led to calls on ail governments to restrain 
spending and to ensure that their expenditures are put to the most effective 
and efficient use. 


The character of government has also changed, as the nation and the 
international context in which it lives have changed and as the knowledge of 
what government can and cannot do has changed. 


This change in the character of government needs to be understood and 
addressed in reforming the policy and financial machinery of government to 
meet the needs of the 1980s. There is a need not only to limit expenditures 
but also to increase choice. 


The complexity and rapidity of change in Canadian society—and hence 
of the issues facing government—have meant that few problems can be 
contained within the span of a single department or the responsibilities of a 
single Minister. As the number of government departments and agencies 
increases, in response to demands from the public for action in areas such as 
environmental protection, consumer affairs, and regional development, this 
situation becomes more serious. The need for mechanisms that provide for 
effective cross-departmental action and coordination becomes more urgent. 


The speed of events and the speed with which problems and policies 
are communicated add another dimension to the problem. It is no longer 
possible to formulate a solution to an issue in isolation, and then sort out at 
leisure the undesirable and unexpected side effects as they appear. 


A government decision can have effects within hours on the lives, 
financial standing and prospects of individual Canadians. With equal speed, 
side effects can be transmitted through the complex interconnections of a 
modern industrial society into areas of national life seemingly quite divorced 
from the matter at hand. 


These changes in the character of government and the structure of the 
environment within which it operates have drawn in their train an evolution 
in the thinking about how best to organize and manage government. The 
question of increasing concern today is not simply what to decide but how to 
decide. 


How decisions are made—that is, the process of public decision-mak- 
ing—shapes what decisions are taken. The way in which the process 1s 
structured in terms of incentives and constraints determines how participants 
will interact in reaching public decisions. The process and hence the product 
(or decision) are influenced by who is consulted or ignored and when, what 
factors are considered, and who is accountable and to whom. 


It has become increasingly clear that changing the incentives, con- 
straints and procedures in the decision-making process 1s fundamental to the 
effective management of government. It makes a major difference whether 
policies are determined in isolation from, and at the expense of, resource 
considerations or whether expenditures are set without reference to policies 
and objectives. 


It is also apparent that altering the way in which policy and expenditure 
decisions are made can be neither taken lightly nor accomplished easily. 
Experience in altering processes has taught us to treat such change with a 
healthy degree of circumspection. 


The new policy and expenditure management system is not a panacea. 
Rather it is a conscious attempt to alter the decision-making process in a way 
which brings into sharper focus the key consideration of what the govern- 
ment wants to achieve with the resources available. It also recognizes that 
the current structure of federal expenditures is so rigid that fundamental 
change can be accomplished only in the longer term. 


The often asked question of how much the government should spend 
depends on what the money is to be spent. Similarly, the question of where 
to spend depends upon how much there is to spend. Objectives shape the 
determination of resource limits and resource limits in turn shape objectives. 


Government decision-making 1s often described as incremental: atten- 
tion is focussed on change at the margin with little or no attempt to consider 
the base of ongoing policies and programs. In a period of lessening growth 
there is little opportunity for increase at the margin and the major 
requirement is to examine the base of ongoing activity as the principal 
means of expanding choice. Not only must the government get credit for 
new initiatives but there must be a coordinated effort to ensure that the 
government and the public receive full value for the money that is now 
spent. 


As the Royal Commission on Financial Management and Accountabil- 
ity (Lambert Report) concluded, it is by setting limits that we expand real 
choices—choice about what policies and programs we undertake as well as 
what resource limits to set. 


Change, if not carefully and sensitively crafted, can easily reduce 
choice and escalate conflict. The goal of change, and the new system, is to 
alter the decision-making process to enhance choice by providing clearly 
defined opportunities to determine objectives in relationship to resources 
and to establish resource levels in relationship to objectives. 


THE BACKGROUND TO CHANGE 


The new policy and expenditure management system now being 
implemented represents an important evolutionary change in management 
and administration within the federal government. It is a further step 
towards improvement in the planning, management and control of govern- 
ment policies and expenditures. 


Over the past two decades, the government has made a number of 
changes to the way in which policies and expenditures are managed. 
Experience gained from these changes—affecting not only the government's 
financial processes but also its decision-making machinery—has provided 
the grist for the design and implementation of the new system. 


Beginning in the mid-1960s, certain steps were taken to increasingly 
modernize government so that it could cope with its rapidly changing and 
onerous burdens. Up to that time, financial control was predicated on a 
highly centralized system that had spanned the preceding 35 years, dating 
back to the reforms of Prime Minister Bennett’s administration in 1930. 
Following the Glassco Royal Commission’s recommendations, the govern- 
ment established a separate Minister in charge of the Treasury Board and 
separated the Treasury Board’s Secretariat from the Department of Finance. 


Similarly the existing Cabinet Committee system was largely an 
outgrowth of its initial development in 1940 with Committees being directed 
primarily toward specific ad hoc problems or operations. The mid-1960s 
formalized the use of Cabinet Committees in the total government process 
and permitted more specialized and in-depth ministerial consideration of 
proposals prior to consideration by Cabinet itself. 


In the late 1960s, a further step was taken—the establishment of a 
Cabinet Committee on Priorities and Planning—in recognition of the need 
for a systematic assessment of overall priorities and directions and to 
establish a closer relationship between expenditures and priorities with a 
view to improved long-term planning. An important innovation was the 
establishment each year by the Cabinet Committee on Priorities and 
Planning of a formalized fiscal framework setting expenditure and revenue 
levels to guide decision-making. 


Further adjustments were made to the Cabinet Committee system to 
assist Ministers in discharging their individual responsibilities as well as 
sharing in the collective responsibility for policy. Regular times were 
established for committee meetings and committees were delegated the 
authority not simply to recommend to Cabinet but to take specific decisions. 


This period in the late 1960s and early 1970s was marked not only by 
organizational growth and change but also by policy and program expan- 
sion. Major income maintenance programs were enriched and, in many 
cases, legislation provided the indexing of benefits to inflation. Most of the 
operational programs of the government were also expanded rapidly. 


The mid-1970s represented a significant turning point in the manage- 
ment of public expenditures. Confronted by escalating energy prices, 
growing inflation, and a growing gap between expenditures and revenues, 
the government was forced to follow a policy of restraint to control 
expenditures. 


As a central part of its restraint program the government adopted a 
policy to hold the trend growth in federal expenditures to no more than the 
trend growth in gross national product. In short, the government would 
grow no faster than the economy. 


Coupled with this policy, the government undertook to stay within the 
overall expenditure ceiling by publishing each February with the tabling of 
the Estimates, its total expenditure target for the upcoming fiscal year. This 
public target exerted a discipline on the government to manage within an 
overall level of resources. 


Several other changes associated with this new policy were made. 
Cabinet gave specific consideration and approval to a detailed expenditure 
framework for total spending within the context of the government’s overall 
fiscal framework. Improvements were made to the systems for monitoring 
and reporting the expenditures to ensure that publicly committed targets 
could be met. 


In addition, procedural changes were made to the way in which 
expenditure proposals were considered by Cabinet and the Treasury Board. 
Previously, spending proposals were referred to the Treasury Board for 
consideration of financial implications after policy approval by the appro- 
priate Cabinet Committee and Cabinet. With changes to procedures, these 
proposals, along with their financial implications, were considered by the 
Treasury Board prior to Cabinet approval. 


These adjustments established the basis for overall expenditure control 
throughout the latter part of the 1970s. However, it became apparent that, in 
an environment of prolonged restraint and increasing change and uncertain- 
ty, such adjustments did not serve as an adequate mechanism at the 
departmental and program levels to ensure that the expenditures applied to 
specific policy sectors reflected the government’s priorities. 


The expenditure restraint policy, limiting expenditure increases to the 
trend rate increase in gross national product, all too soon became a 
comparison of year-over-year increases. The publicly announced expendi- 
ture target came to be viewed as a rigid ceiling with the public expectation 
that expenditures would be held below GNP each year. 


At the same time, declining economic growth, coupled with high levels 
of inflation, led to large financial requirements for statutory payments both 
to provinces (medical and hospital services and education) and to individu- 
als (family allowances and old age security). 


In the face of these increased financial requirements and the necessity 
to operate within a short-term fixed expenditure ceiling, frequent and large 
expenditure reductions were required throughout the course of each fiscal 
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year. Without a multi-year planning framework, it proved difficult to plan 
and undertake these reductions and reallocations in close relationship to the 
government's objectives for its policy sectors. 

The practice of referring expenditure considerations to the Treasury 
Board reinforced the tendency of Cabinet Committees to ignore the financial 
implications of their policy decisions. It divorced policy from expenditure, 
tended to undermine Committee decision-making, and required that Cabinet 
operate as a “‘court of appeal’’ to reconcile divergent Committee and 
Treasury Board recommendations. 

In the course of undertaking these adjustments it became increasingly 
evident that further, more significant changes were required not only to link 
expenditures to policies and priorities, but also to consider long-term 
expenditures as the means to short-term flexibility. The need for change in 
the structure of expenditure management was well articulated by successive 
Auditors General and the Royal Commission on Financial Management and 
Accountability (Lambert Report). 

In particular, the Commission concluded that the existing processes for 
making decisions and managing expenditures were inadequate to the needs 
of the government as economic limits had tightened. The Commission's 
final report stressed the necessity to plan within financial limits: 

. We Cannot accept that priorities and objectives can continue to be 
set without a full awareness of the financial implications of attempting to 
achieve them.**! 
and, 
planning under the assumption of unlimited resources is very 
different from planning within fixed limits. In fact, planning Is a 
misnomer for a process that focusses principally on new initiatives and 
how they might be realized. Planning 1s not planning if it does not require 
choices among new initiatives and encourage the review and evaluation 
of on-going activities and the identification of cost reduction potential.” *? 
Not only were adjustments required in expenditure management but also in 
the machinery of government. The increasing interdependence of policies 
required that more Ministers become involved in the collective processes of 
deciding upon the elements of the Speech from the Throne, the Budget, and 
the expenditure estimates. 


The new system 1s built upon recent institutional changes in govern- 
ment decision-making. The establishment of the Board of Economic 
Development represented a significant attempt to set overall direction for a 
single policy sector, review ongoing programs, reduce or eliminate low 
priority programs as the means to fund new initiatives, and link policy and 
expenditure. Experience gained in the economic development sector has 
provided the basis for the extension of those efforts to other sectors through 
the new policy and expenditure management system. 


1. Royal Commission on Financial Management & Accountability, Final Report, 1979, p. 69. 
2etibid: pte) 


THE NEW SYSTEM 


The fundamental purpose of the new system is to ensure greater 
Ministerial control over the management of policies and expenditures. It 
seeks to do this by integrating the processes of policy-making and fiscal and 
expenditure planning within the Cabinet Committee system. 

The policy and expenditure management system has taken into account 
criticisms directed at the management of expenditures, including the lack of 
incentives to review ongoing programs; the ad seriatum consideration of 
new proposals in isolation from clearly articulated objectives and expendi- 
ture limits; uncertainty created by seeking to constrain spending growth 
through the continued use of expenditure reductions (1.e., °““X°” budgets) to 
keep within expenditure limits; and the effect of this on longer-term 
planning. 

The objective is to ensure that policy and program decisions are taken 
in the context of and with a responsibility for costs and expenditure limits 
and that, in turn, expenditure decisions are taken with an understanding of 
and responsibility for the government's policies and priorities. Objectives 
and resources are inextricably related and the requisites of rational decision- 
making require that they be considered together within the new system. 


The ranking of priorities and objectives without consideration of 
resources Is irrational. The question is not *‘What do you want?’’ as if there 
are no limits, but rather *‘What do you want compared to what others 
want?’’. A department with one billion dollars will not only do more than it 
would with a million, but might well do different things. Resource limits 
shape objectives, priorities, policies and programs. 


Similarly, applying resources to policies and programs without consid- 
eration of priorities and objectives is irrational. The question is not ** What 
can you spend?’’ as if there were no purpose, but rather, “‘How does it 
contribute to what you want?’’. A department with a particular set of 
objectives will require more or less resources than one with another set. 
Objectives and priorities affect how resources are applied. 


In its essence, the new system involves two significant features: 


|. The preparation of a long-term fiscal plan encompassing government 
revenues and expenditures over a five-year period, 1.e., setting out 
the overall financial constraints within which policy choices must be 
considered. 


2.The establishment of specific expenditure limits (resource enve- 

lopes) for policy sectors, related to the government's priorities, and 

the assignment of the responsibility for managing a particular policy 
sector’s resources to the appropriate Policy Committee of Cabinet. 

The new policy and expenditure management system is an integral 

component of the current Cabinet Committee system. (See Chart I: Cabinet 

Committee System, page 15). Through the decentralization of decision- 

making authority to Cabinet Committees, the structure captures the advan- 
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tages of small group decision-making while reinforcing the collective 
responsibility of Cabinet as a whole. 

The Cabinet Committee system 1s an extension of Cabinet. It includes 
four Policy Committees—Economic Development, Social Development, 
Foreign and Defence Policy, and Government Operations—each responsi- 
ble for its respective policy sectors. Together with the Cabinet Committee 
on Priorities and Planning, they form the basis for the new system and are 
responsible for taking the policy and program decisions in their sectors 
within the context of their assigned resource envelopes. 

There are four coordinating committees—Priorities and Planning, 
Treasury Board, Legislation and House Planning, and Communications. 
The Cabinet Committee on Priorities and Planning is central to the policy 
and expenditure management system with the responsibility for setting the 
overall direction for government policy including the establishment of the 
fiscal plan and the determination of resource envelopes for each Policy 
Committee. In addition, Priorities and Planning provides the forum for the 
consideration of federal-provincial issues as well as other areas of high 
priority. 

In addition, the Special Committee of Council handles regulations and 
other proposed Orders-in-Council not requiring the attention of full Cabinet. 
Other special committees deal, as required, with matters relating to security 
and intelligence, labour relations, public service, and western affairs. From 
time to time, special problems assume importance requiring add hoc 
committees until a satisfactory solution 1s reached. 


The policy and expenditure management system and the Cabinet 
Committee system are supported by a system of secretariats and commit- 
tees. The two Ministries of State—for Economic Development and Social 
Development—provide the support secretariats for their respective Cabinet 
Committees. These Ministries focus on substantive sectoral strategy and 
priorities, cross departmental coordination, resource allocation and man- 
agement, and the analyses of program effectiveness. For the Cabinet 
Committees on Foreign Policy and Defence, and Government Operations, 
this support is provided by the Privy Council Office (in addition to the usual 
Cabinet secretariat functions it provides to all Committees) with the 
assistance of other interdepartmental mechanisms and central agencies. 


Supporting the collective decison-making of Ministers in these Com- 
mittees are Deputy Minister committees which provide a forum for testing 
the adequacy and timeliness of proposals and a mechanism for encouraging 
the resolution of issues not requiring referral to the Cabinet Committees. 
The Coordinating Committee of Deputy Ministers, chaired by the Secretary 
to the Cabinet, **mirrors’* the Cabinet Committee on Priorities and Planning 
and handles significant cross-sectoral issues. It 1s not the purpose of these 
committees to determine the content or timing of proposals to Cabinet 
Committees; that is the responsibility of Ministers. Rather, these commit- 
tees of Deputy Ministers are to ensure that the necessary coordination in the 


preparation of proposals has taken place and that the essential information is 
made available to the Cabinet Committees. 

The Privy Council Office provides the secretariat support to Cabinet 
and its Committees and, in respect of the policy and expenditure manage- 
ment system, focusses on overall government and Prime Miuinisterial 
priorities, cross-sectoral problems, and the integrity and functioning of the 
overall system. 


The Treasury Board Secretariat supports both the Treasury Board and 
the Policy Committees by focussing on the expenditure framework, resource 
costing, management systems, envelope system accounting, and the effi- 
ciency aspects of programs. 

The Department of Finance supports the policy and expenditure 
management system through focussing on the prospects for the economy, 
the fiscal framework, tax expenditures and fiscal policy, federal-provincial 
issues relating to major programs, and crown corporations. 


LONGER TERM PLANS 


As the Lambert Commission pointed out, sound management must be 
based on a planning process that establishes goals, seeks out the best ways 
of achieving these goals, identifies the required resources and measures the 
benefits arising from their attainment. The starting point must be the 
development of a fiscal plan encompassing the total spectrum of revenues 
and expenditures to provide a clear picture of the planned role of the 
government in the economy and setting out specific expenditure limits for 
each policy area. 

Expenditures—overall and for each policy sector—are projected for a 
five-year period. This allows departments and agencies to plan over a 
reasonable period with a clear sense of what resource limits will be and 
requires continuing analysis of expenditure trends to detect problems in later 
years which might, in light of the legislative process and the financial 
interdependence between levels of government, require immediate action to 
effect later savings. Reviewing projections of expenditures provides a 
means of identifying particular budgetary pressures and selecting those areas 
where change 1s desirable in light of the government’s longer term 
objectives. 


To develop this plan it is necessary first to set out where the 
government wishes to be at a particular point in the future and then to 
identify the key constraints on doing so, an approach essential for achieving 
government objectives. Sudden and arbitrary changes are difficult and often 
counter-productive given federal/provincial arrangements and the need for 
Parliament to approve the government’s proposals. 


Finally, a long-term plan provides Ministers with a context within 
which they can examine future costs of ongoing programs and new 


initiatives and take these costs into full account in considering current 
decisions. 

The five-year expenditure projections include: 

—the current fiscal year; 

—the limits for the coming fiscal year; and 

—the planning projections for the three subsequent fiscal years. 


Each year, and as required by new circumstances, the planning 
projections are adjusted: the third year projections, after necessary adjust- 
ment, become the fixed limit for the coming fiscal year and are replaced by a 
projection for an additional year ahead. 


These targets could and will change, depending upon economic 
circumstances. They provide, nonetheless, an essential element of realistic 
planning—a clearly stated objective. 


RESOURCE ENVELOPES 


The creation of resource envelopes and their integration into the 
decision-making process of the Cabinet Committee structure are central to 
the new system. The envelope basically defines the resources that are 
available over time to a Policy Committee for a particular policy sector. 
Based on the budgetary requirements of departments, agencies and crown 
corporations within the sector, the Policy Committee of Cabinet responsible 
for that particular sector provides direction on the use of the resources. 


Total government expenditures have been divided into ten envelopes. 
Most of these envelopes provide opportunities for the reduction or elimina- 
tion of expenditures on programs within the envelope in order to yield 
resources for the expansion of other programs or the development of new 
ones. While the envelope is defined in terms of an expenditure budget, 
decisions on the envelope are arrived at with reference to all the means 
available to achieve a particular objective over time: tax expenditures, loan 
guarantees, and the use of regulatory and legislative devices, as well as 
direct funding. This inhibits, for example, escaping the discipline of the 
envelope limit by expanding tax incentives. 

The resource envelopes, together with information on the major policy 
areas, are intended to serve two basic purposes: 


1. Review of Relationship Between Expenditures and Objectives 
To display for Ministers quickly and conveniently the relationship of 
particular programs within a particular policy sector not only to other 
programs within that sector but to the objectives and expenditure goals 
of the government as a whole. As such, envelopes are expected to 
facilitate the identification of expenditure pressure areas, and the 
comparison of expenditure trends to the government's objectives. 
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2. Management of Policy Sectors 

To provide Policy Committees with both the opportunity and the 
incentive to develop systems for reviewing programs within their 
policy sectors and for reallocating resources from less effective to more 
effective programs. This will become imperative given the requirement 
that the funding for new initiatives and activities be generated from 
savings On existing programs. 

Following the broad functions of government programs and keeping in 
mind the Lambert recommendations, a set of policy areas and envelopes 
have been established. The program content of the envelopes has been 
designed to maximize policy trade-offs within each envelope while ensuring 
that Ministers’ responsibilities for their respective departments and agencies 
are not dispersed across several envelopes and Committees. 

As implementation of the system proceeds the government will wish to 
consider certain adjustments to envelopes to improve its effectiveness. The 
envelopes assigned to the Cabinet Committees are as follows: 


1. Cabinet Committee on Priorities and Planning 
Fiscal Arrangements 
Public Debt 


2. Cabinet Committee on Social Development 


Justice and Legal Affairs—consists of those government pro- 
grams aimed at maintaining and enhancing justice and protection of the 
individual. Ninety percent of the expenditures are allocated to the two 
major programs—RCMP and Correctional Services. 


Social Affairs—consists of all social programs including major 
statutory programs that involve direct payments to individuals from the 
federal government (income maintenance), or payments to support 
essential social services through arrangements with the provinces 
(Established Programs Financing), as well as cultural programs. 


3. Cabinet Committee on Economic Development 

Economic Development—consists of those government  pro- 
grams that are directly related to the key economic sectors, including 
resources, manufacturing and tourism, as well as horizontal policy 
activities such as competition policy, regional development and trans- 
portation. 

Knergy—includes energy and energy-related programs including 
the government’s planned new initiatives. 


4. Cabinet Committee on Government Operations 


Services to Government—includes those programs and activities 
of government whose primary purpose is to provide support and 


10 


services to program departments or which are primarily service- 
oriented (eg., Post Office). It also includes Executive Functions 
(mainly central agencies) and agencies which report to Parliament but 
for which the government retains a financial and management respon- 
sibility. 

Parliament—a separate envelope has been defined for those 
elements outside the direct control of the government. 


5. Cabinet Committee on Foreign and Defence Policy 


External Affairs and Aid—includes external affairs and assis- 
tance to developing countries. 


Defence—both capital and operating expenses for the Department 
of National Defence. 


The specific departments and programs for each envelope are listed in 
the attached Annex: Cabinet Committees and Resource Envelopes. 


RESPONSIBILITY OF MINISTERS 


To achieve the integration of the priorities setting and resource 
allocation processes, the following aspects of the responsibility of the 
President of the Treasury Board, the Minister of Finance and the Chairmen 
of the respective Policy Committees are of importance. 


A. The Policy Committee Chairmen 

Each Chairman’s primary responsibility 1s to develop, in concert with 
his Policy Committee, a policy and resource overview of the sector and to 
forge the individual actions and responsibility of Ministers into a common 
government approach for that sector. On this basis, the Chairman: 


|. Leads the process of policy and program development in the policy 
sector and provides the linkage to the Cabinet Committee on 
Priorities and Planning to ensure coordination across sectors. 


2.Is responsible for ensuring that the Committee has the information 
necessary to give full consideration of trade-offs that must be made 
among departments in that sector, and to agree on broad allocations 
for departments and programs within the envelope assigned. This 
would include recommendations and decisions on cutting back 
expenditures and reallocating the savings to other programs. 


B. Minister of Finance 

On the basis of the Minister’s responsibilities for the government’s 
economic policies and its financial position, including the management of 
the national debt and the borrowing requirements of crown corporations, the 
Minister of Finance: 


|. Sets the government’s fiscal framework. 

2.In consultation with the President of the Treasury Board, makes 
recommendations on the size of the envelopes. 

3. Assesses and advises on the macro-economic consequences of 
envelope decisions. 

4. Assesses other means, including tax incentives, that may be more 
effective than expenditures in meeting the government’s objectives. 
5.Ensures that decisions on the allocation of resources are fully 
compatible with the government’s economic and financial policies. 


C. President of the Treasury Board 
The President of the Treasury Board maintains an overview of the 
government's expenditure plans and the management of the envelopes. In 
particular, the President of the Treasury Board: 
|. Based on an assessment of budgetary pressures and ongoing reviews 
of expenditures, advises, in consultation with the Minister of 
Finance, on the size of the envelopes. 
2. Exercises overall responsibility for the accounting of expenditures, 
including the preparation and tabling of Main Estimates based on 
decisions of the Policy Committees. 
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. Advises on the current state of commitments in each envelope and 
anticipated demands on each envelope. In particular. ensures that the 
Chairman 1s aware when there is a danger that an envelope may be 
breached in a current or future year. 

4. Advises on the cost implications of ongoing programs and any 

specific policy or program proposals before Committees in light of 

the analytic work of the Treasury Board Secretariat and the Comp- 
troller General, with particular emphasis on efficiency criteria. 


THE WORKING OF THE SYSTEM 


In general terms the system works in the following way. with the 
annual cycle beginning each September, over a year and a half before the 
start of the fiscal year in April. (See Chart II: Policy and Expenditure 
Planning Cycle, page 16.) 


1. Envelope Setting (Late Summer/Early Fall) 

The dollar value for each envelope is decided upon each year by the 
Cabinet Committee on Priorities and Planning in the context of establishing 
the fiscal plan and the general directions for each policy sector on the basis 
of: 

a fiscal plan submitted by the Minister of Finance assessing the 
economic environment, projected revenues and expenditures, and 
the financial requirements of the government; 
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—a presentation from the Minister of Finance, in consultation with the 
President of the Treasury Board, on the overall expenditure level and 
the appropriate levels for each envelope; and 


—policy sector reports from each Committee Chairman outlining the 
strategy for his sector. 


2. Directions for Policy Sectors (Early Winter) 

Each Policy Committee of Cabinet 1s assigned the responsibility for 
managing its envelopes. On the basis of its policy and program objectives, 
the Committee provides the necessary direction to departments and agencies 
In preparing their strategic overviews. This includes the overall direction for 
the department and the identification of reviews and lower priority programs 
within the sector as the means to generate funds for program expansion and 
new initiatives. 


3. Strategic Overviews and Operational Plans (Spring/Early Summer) 

On the basis of Committee directions and planning guidelines, depart- 
ments and agencies prepare and submit strategic overviews and operational 
plans to the Policy Committees and the Treasury Board for review. The 
Treasury Board carries out a review of the operational plans to determine the 
costs of carrying out those policies and programs which have to that point 
been approved by the Committees. With this up-to-date costing, and within 
the context of the multi-year envelope ceilings, Policy Committees decide 
upon the policy proposals and program reviews to be undertaken. 


4. Priorities and Planning (Late Summer/Early Fall) 

The Cabinet Committee on Priorities and Planning considers any 
revisions to the fiscal plan in light of a revised economic outlook and 
considers Committee strategic work plans, including policy proposals and 
program reviews. 


5. Ongoing Process (Throughout the Year) 

On the basis of the decisions by Priorities and Planning, Policy 
Committees revise their strategic work plans and, on this basis, departments 
and agencies prepare proposals (new initiatives and reviews) for con- 
sideration by the Policy Committees in the context of the policy sector 
priorities and envelope levels. 

In order to assist Policy Committees in their planning, it is intended 
that the resource envelopes be established on a five-year basis and be 
updated annually in order to maintain a continuing five-year perspective. 

Bearing in mind the likelihood that economic assumptions will change, 
the system is intended to allow progressively tighter planning for any 
particular fiscal year through a five-year period. 

In 1981 the first limits are being defined and established for fiscal year 
1985/86 in light of the current economic assessment, the proposed tax 
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structure, the anticipated fiscal stance of the government and other variables 
such as expenditure trends. 


In 1982 the overall target for 1985/86 will be revised and refined in 
light of the latest assessments of economic prospects and other variables. 


In 1983, after further updating of the targets for 1985/86 has been 
done, along with the preparation of strategic work plans for the policy 
sectors and the government as a whole, strategic decisions will be taken on 
programs to be undertaken and detailed work on these programs will begin. 


In 1984 final planning decisions will be taken for 1985/86, again 
within the context of the latest assessments of the economy, expenditure 
trends, and so forth. 


With the beginning of the 1985/86 fiscal year, program changes will be 
introduced and the government’s overall program will be managed and 
evaluated. The information developed in this process will in turn feed into 
planning for future years. At this point, initial limits will be established for 
1989/90. 


CONCLUSION 


Implementation of the new policy and expenditure management system 
is well advanced. It has already proved to be an important instrument for the 
government in assessing how individual policies mesh with others and with 
the government’s overall priorities and objectives. It has permitted the 
government to systematically consider its strategic and long-term approach 
to specific policy sectors and to assign resources in accordance with these 
objectives. The integration of the policy and expenditure management 
system with the Cabinet Committee system represents a significant 
improvement over the previous system. 


It is recognized that, as implementation proceeds, certain adjustments 
and changes will prove necessary. The creation of an energy envelope 
providing a visible focal point for the government’s integrated energy 
program reflects one such adjustment. It is also recognized that, as with any 
significant change in the government’s decision-making process, it may take 
some time for the full benefits of the system to become clear. 


It is hoped that, with time, the new system will achieve the objective of 
ensuring that expenditures reflect priorities and broaden the opportunities 
for real choice by Ministers in deciding upon objectives in relationship to 
resources and resource levels in relationship to objectives. 
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ANNEX 


CABINET COMMITTEES AND RESOURCE 
ENVELOPES' 


1. Envelope expenditures are identified by department (eg., Finance) and, as required, by agency (eg., 
Canadian Dairy Commission) in relationship to the appropriate department (eg., Agriculture). Where 
the programs of a single department are in more than one envelope, both the department (eg., 
Finance) and the programs (eg., Subsidies under BNA Acct, etc.) are identified. 
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CABINET COMMITTEE—PRIORITIES AND 
PLANNING 


Chairman: The Prime Minister 


The Cabinet Committee on Priorities and Planning is the major forum 
for consideration of the general directions for the government. The 
Committee, chaired by the Prime Minister, includes the Chairmen of the 
Policy Committees, the Minister of Finance, the President of the Treasury 
Board and several other Ministers, and is therefore able to deal with the 
whole range of government business. It operates not only as a forum for the 
discussion of the government’s main priorities and directions, but also as a 
means of dealing with particularly important or contentious policy issues. 

The Committee is supported by the Priorities and Planning Secretariat 
which assists the Prime Minister, both as head of government and as 
Chairman of the Committee, in the development of the general thrust of the 
government’s program and the coordination of key initiatives in support of 
the government’s priorities. 


1. FISCAL ARRANGEMENTS ENVELOPE 


Finance 
Subsidies under BNA Act 
Federal-Provincial Fiscal Arrangements 
Utilities Income Tax Transfers 
Reciprocal Taxation 


Public Works 
Municipal Grants 


2. PUBLIC DEBT ENVELOPE 


Finance 
Public Debt—Interest & Amortization 
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CABINET COMMITTEE—ECONOMIC 
DEVELOPMENT 


Chairman: Minister of State for Economic 
Development 


The Cabinet Committee on Economic Development is responsible for 
developing an integrated federal approach to the provision of direct support 
to industry and economic development by industrial sector and region. It 
coordinates and reviews proposals by departments and develops 
mechanisms to improve and integrate program delivery, as well as to 
establish cooperative relationships with provinces, business, labour and 
other public and private organizations. It considers advice on the allocation 
of financial, personnel and other resources to federal programs that directly 
Support economic enterprise. The Committee initiates new policies and 
programs and evaluates existing and proposed policies. 

The Committee is supported by the Ministry of State for Economic 
Development which assists in formulating, developing, evaluating, and 
coordinating policies in relation to the programs and activities directly 
supporting economic development. 


3. ECONOMIC DEVELOPMENT ENVELOPE 


Agriculture 
Department 
Canadian Dairy Commission 
Canadian Livestock Feed Board 
Farm Credit Corporation* 


Communications 
Department 


Consumer and Corporate Affairs 
Department 


Economic Development—Ministry of State 


*Non-Budgetary 
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Energy, Mines and Resources 
Minerals 
Earth Sciences 


Environment 
Forestry 


Fisheries and Oceans 
Department 


Industry, Trade and Commerce 
Department 
Canadian Commercial Corporation 
Export Development Corporation* 
Federal Business Development Bank 
Foreign Investment Review Agency 
Standards Council of Canada 


Labour 
Department 
Canada Labour Relations Board 


Regional Economic Expansion 
Department 
Cape Breton Development Corporation 


Science and Technology 
Department 
National Research Council 
Natural Sciences & Eng. Research Council 
Science Council of Canada 


Supply and Services 
Unsolicited Proposals for R and D 


Transport 
Department 
Air Canada 
Canadian Transport Commission 


4. ENERGY ENVELOPE 
Energy, Mines and Resources 
Energy Budgetary 
Energy Non-Budgetary 


*Non-Budgetary 
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Petroleum Compensation Program 
Sarnia-Montreal Pipeline 
Canadian Home Insulation Program (CHIP) 
Atomic Energy Control Board 
Atomic Energy of Canada Limited 
National Energy Board 
Petro Canada* 


Economic Development 
Northern Pipeline Agency 


*Non-Budgetary 
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CABINET COMMITTEE—SOCIAL DEVELOPMENT 


Chairman: Minister of State for Social 
Development 


The Cabinet Committee on Social Development is responsible for the 
development of approaches to improve and integrate the delivery of social 
benefits. It leads and coordinates the government’s efforts to establish and 
clarify cooperative relations with provinces, the public, and organizations to 
foster conditions that allow and assist the development of the individual, the 
family and the community. It considers advice on the allocation of financial, 
personnel and other resources to federal programs that provide support to the 
welfare of the individual and to social development. The Committee 
initiates new policies and programs and evaluates existing and proposed 
policies. 

The Committee is supported by the Ministry of State for Social 
Development which assists in formulating, developing, evaluating and 
coordinating policies in relation to the programs and activities supporting 
social development. 


5. SOCIAL AFFAIRS ENVELOPE 


Communications 
Arts and Culture 
Canada Council 
Canadian Broadcasting Corporation 
Canadian Film Development Corporation 
Canadian Radio-Television & Telecommunications Commission 
National Arts Centre Corporation 
National Film Board 
National Library 
National Museums of Canada 
Public Archives 
Social Sciences & Humanities Research Council 


Employment and Immigration 
Department 
Advisory Council on Status of Women 
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Immigration Appeal Board 
Status of Women—Office of the Co-ordinator 


Environment 
Environment Programs 


Indian Affairs and Northern Development 
Department 
Northern Canada Power Commission 


Labour 
Canadian Centre for Occupational Health & Safety 
Fitness and Amateur Sport 


National Health and Welfare 
Department 
Medical Research Council 


Public Works 
Canada Mortgage & Housing Corporation 


Secretary of State 
Department 


Social Development—Ministry of State 


Treasury Board Canada 
Student, Youth & Other Employment 


Veterans Affairs 
Department 


JUSTICE AND LEGAL ENVELOPE 


Justice 
Department 
Canadian Human Rights Commission 
Commissioner for Federal Judicial Affairs 
Law Reform Commission of Canada 
Supreme Court of Canada 
Tax Review Board 


Solicitor General 
Department 
Correctional Services 
National Parole Board 
Royal Canadian Mounted Police 
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CABINET COMMITTEE—FOREIGN 
AND DEFENCE POLICY 


Chairman: Secretary of State for External Affairs 


The Cabinet Committee on Foreign and Defence Policy is responsible 
for the development of an integrated approach to the government’s foreign 
affairs and defence sectors. It reviews and coordinates proposals by 
departments to ensure that, in coming to a decision in these areas, account is 
taken of the full range of issues facing the government. 


The Committee is supported by the Privy Council Office with the 
assistance of other interdepartmental mechanisms and central agencies. 


7. EXTERNAL AFFAIRS AND AID ENVELOPE 


External Affairs 
Department 
Canadian International Development Agency 
International Development Research Centre 
International Joint Commission 


Finance 
Official Development Assistance—Loans and investments* 


8. DEFENCE ENVELOPE 


National Defence 
Department 


*Non-Budgetary 
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CABINET COMMITTEE—GOVERNMENT 
OPERATIONS 


Chairman: President of the Privy Council 


The Cabinet Committee on Government Operations is responsible for 
the management of the Services to Government and Parliament envelopes, 
including the consideration of policy issues associated with the operations of 
departments in the envelopes. It reviews policies affecting the financial, 
personnel and administrative framework for management of the public 
service and is concerned with policies having consequence for federal public 
administration. 


The Committee is supported by the Privy Council Office with the 
assistance of other interdepartmental mechanisms and central agencies. 


9. PARLIAMENT ENVELOPE 


Parliament 
The Senate 
House of Commons 
Library of Parliament 


10. SERVICES TO GOVERNMENT ENVELOPE 


Finance 
Department 
Auditor General 
Insurance 
Tariff Board 


Governor General & Lieutenant-Governors 


National Revenue 
Department 


Post Office 
Department 
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Privy Council Office 
Canadian Intergovernmental Conference Secretariat 
Chief Electoral Officer 
Commissioner of Official Languages 
Economic Council of Canada 
Public Service Staff Relations Board 


Public Works 
Department 
National Capital Commission 


Secretary of State 
Public Service Commission 


Supply and Services 
Department 


Statistics Canada 


Treasury Board 
Comptroller General 
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TABLEAU II: CYCLE DE PLANIFICATION DES POLITIQUES ET DES DEPENSES 


PERSPECTIVES 


ECONOMIQUES, REVISION 


FINANCES CADRE DU CADRE 
FINANCIER FINANCIER 
. ETABLISSEMENT CONFIRMATION DES 
PRIORITES D'UNE ORIENTATION PROJETS, DES Pe a eee 
ET GENERALE ET ORIENTATIONS ET ISCOUrS du 
PLANIFICATION DES ENVELOPPES DES ENVELOPPES Trone 
PERSPECTIVES LIGNES REVISION DES 
. EXAMEN DES 
DES SECTEURS DIRECTRICES PLANS DE 
COMITESDES | bes CONCERNANT LA Bea TRAVAIL ET 
POLITIQUES — | soi iqgues PLANIFICATION Gosiee a DEMANDES DE 
PROPOSITIONS 
ET D'EXAMENS 
CONSEIL DU | PERSPECTIVES EXAMEN DU Cycle du 
TRESOR DES DEPENSES PLAN budget principal 


OPERATIONNEL des depenses 


Présentation continuelle 
de propositions 

et d’examens 

de programmes 


ETABLISSEMENT DES 

: STRATEGIES GLOBALES 
MINISTERES ET DES PLANS 

OPERATIONNELS 


SEPT. DEC.-JANV. AVRIL JUIL. SEPT. 


TABLEAU I: SYSTEME DES COMITES DU CABINET 
CABINET 


PRIORITES ET SECURITE ET 
PLANIFICATION RENSEIGNEMENTS 


CONSEIL DU 


DEVELOPPEMENT 
TRESOR 


ECONOMIQUE 


LEGISLATION 
ET PLANIFICATION 
PARLEMENTAIRE 


RELATIONS DE 
TRAVAIL 


DEVELOPPEMENT 


SOCIAL 


ay 


OPERATIONS COMMUNICATIONS Nae 


GOUVERNEMENTALES 


POLITIQUE AFFAIRES DE 


ETRANGERE ET "OUEST 


DEFENSE 


— COMITES FAISANT PARTIE DU SYSTEME DE GESTION DES POLITIQUES ET DES DEPENSES 
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